Many empirical studies have been done to investigate whethere growth is influenced by international trade. But despite the great effort that has been devoted to studying the issue, there is little persuasive evidence concerning the effect of trade on growth. The main subject of our paper is to summarize the main findings based on empirical research that have been done to investigate the relationship between the trade and economic growth by using data for 208 regions and countries in OLS regression analysis.
Introduction
Starting from Adam Smith's discussion on specialization and the extant of the market by international trade, to the debates about import substitution versus exported growth (growth based on exporting more goods and services), to recent work on increasing returns and endogenous growth models, there are increasing debates among economists about the international trade and economic growth.
The advances in growth theory avoid (enable) economists to focus on some issues that have long been central to international economics. In addition, we will present some of those issues; 1) to what extent and in what ways, international trade might be "engine of growth"?, 2) Do international exchanges of goods and services naturally enhance the growth performance of individual trading countries? And what economic policies are especially conductive to high levels of income in a growing, open economy?
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Some theoretical backgrounds of the global economy seem especially important for understanding growth performance in context of endogenous growth models (when growth is based on firms' incentives to invest in creation of knowledge). 3 First, comparative advantage may determine to what extent particular counties are led to specialize in the creation of knowledge and in the production of goods that make incentives use of human capital and new technologies. Second, the large scale of the world economy provides great opportunities for the exploitation of research successes and enhancing the incentives that firms have to invest in the generation of new technologies. Third, in a world of rapid and cheap communication, ideas and information spread very quickly across international borders. Countries stand to benefit from the spillovers generated by investments in knowledge in trade partner counties. Finally, participation in international capital markets provides an expanded set of opportunities for financing investments in all forms of capital, including knowledge capital.
The aspects of international trade environment that we have mentioned above we only use as a theoretical background of our empirical research, the research of transmission effects of trade to economic growth is not our primary goal in this paper.
Empirical literature overview
Over the past decades relationship between trade and growth had been of interest among the economists. In the next Table we present the selected studies and their main findings.
Study
Technique Main findings Kwan and Cotsomitis (1991) Granger causality test to study Chinese growth and foreign trade output was an exogenous variable and there was a one-way causal relationship between the two. Ghartey (1993) United States, Japan and Taiwan cross-section data American GDP promoted its export, but Taiwan is quite the opposite and there was a two-way causal relationship between the two in Japan Jordan Shan and Fiona Sun (1998) 
VAR
There is no relationship between the two variables Jung and Marshall (1985) Causalitty test No relationship between growth and trade openness Chengxiang Shen (1999) Granger causality test Two way relationship between trade and growth but no long term relationship. Source: Chen(2009) 
Data and models
In this sample we use data for 208 regions and countries (See Appendix 1 Descriptive statistics) actually variables are collected from the data set uste in one study 4 .We employ neo-classical framework in out models:
This model is suggested by Mankiw et all(1992) ,the left had side expression is the first difference logarithm of real GDP per worker between 1960 to 2000, other right hand side y 1 represents initial output, while n i + g +δ are population growth, technological growth and depreciation in each country or region respectively, K and H represents both the physical and human capital accumulation. The term TrOpen denotes country i's degree of trade openness. Following MRW, we assume that the sum of rates of depreciation and technological progress is constant and equal to 0.05 across countries.We use real investment to GDP as proxy for physical capital and secondary school enrolment rate as proxy for human capital as recommended by MRW (1992) . We employ OLS technique to estimate this cross-country regression results are presented in Table 1 Table
Economic Growth and Trade Volumes: OLS Estimation results
We start our estimations with the ratio of trade volume to GDP. We obtain two measures for this variable: one is from the World Bank and the other is from Penn World Tables (Version 6.1). One advantage of the World Bank measure is that the data are published in terms of exports and imports. Thus, this allows us to investigate the export-growth connection and import-growth connection separately. On the other hand the trade ratio of the Penn World Tables is published only as a sum of exports and imports at current prices. This is known as current opennes . Columns 1 and 2 show the regression results using the ratio of exports and the ratio of imports, respectively. Column 3 includes the trade ratio as a sum of the ratio of exports and the ratio of imports. In each regression the coefficient of the openness variable using world bank data is positive but not statistically significant, but Penn world table data current and real openness coefficient is positive and statistically significant suggesting that 10% increase in the trade ration will increase the growth by 2.7% over the period 1960-2000. In summary, the regression results in Table 1 show a positive association between economic growth and international trade and confirm the fiindings of previous work 5 . Physical and human capital are positively associated across all five models. Convergence and initial levels of capital are negatively associated with growth which is consistent with neo-classical growth theory 6 In the next scatter we identify outliers in the scatter real openness vs growth. .5 1 1.5 2 2.5 ROPEN
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Fitted values
On the previous scatter we identify Singapore, Hong Kong, and Luxembourg as outliers. Their outstanding characteristics are that they have the highest trade ratios with an average value of 244 percent according to the current openness and experience very high growth performances over the sample period.
Direct Trade Policy Measures and economic growth
In the second step we investigate the openness-growth connection by employing direct trade policy measures namely tariff rates, non-tariff barriers on imports 7 In columns 1 and 2 of Table 2 , we only include tariff rate and non-tariff barriers, respectively. Both measures enter the regressions with negative but insignificant coefficient estimates.The coefficient on import duties is positive but statistically insignificant. It is well known fact that the ratio of collective import duties in a country's overall imports is a problematic measure in order to reflect a country's tariff structure due to the fact that a country with very high tariff rates may appear open by this measure.
Black Market Premium: A Proxy for Trade Policy or Macroeconomic Imbalances?
Most of the countries in Africa and Latin America experience higher levels of black market premium.
7 It is obvious that the first two measures directly affect a country's trade volume and reducing or removing them clearly indicates a more open trade regime. 8 Collected import duties as ratio of imports over 1970-1998 period
Black Market premium and economic growth OSL estimates
it is more likely that negative and significant connection between black market premium and economic growth over the period 1960-2000 reflects the adverse relation between macroeconomic imbalances and growth. Black market premium in 1960's,70's,80's,90's is negatively and statistically significantly associated with GDP growth 9 .
Macroeconomic policy variables
First, we include two variables related to macroeconomic policy, namely inflation rate and government consumption expenditures. Inclusion of these variables is particularly important since an important criticism on the openness-growth literature is that openness measures are proxy for other macroeconomic policies rather than trade policy. Trade ratio as proxy for openness in such environment is positive and statistically significant unlike macroeconomic variables that are insignificant.
Institutions effect on economic growth
We measure institutional quality by using a composite index based on the data set of International Country Risk Guide (ICRG) 10 . Coefficient on the institutions proxy variable is positive and statistically significant, while coefficient on trade in the presence of institutions variable has diminished significance and it is insignificant.
Conclusion (resume)
Overall trade openness has positive effect on economic growth, black market premium as a proxy for imbalance in macroeconomic policies has negative effect, in the presence of macroeconomic policies (government consumption and inflation) trade has statistically and economic significant positive influence on growth, and in an institutional environment trade lacks influencing growth, the coefficient on institutions is positive and statistically significant. 
Appendix 1 Descriptive statistics of the variables

